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India and the United Kingdom have agreed to extend 
the August 1947 agreement on sterling balances for a 
further period from July 1, 1948 to June 30, 1951. Of 
the £83 million so far made available to India for cur- 
rent transactions, £80 million is still unused; no fresh 
release of sterling for 1948-49 therefore will be made 
from the blocked No. 2 Account to the No. 1 Account. 
For each of the two following years the agreement pro- 
vides for a release not exceeding £40 million, payable in 
sums of £5 miliion at a time, when the balance in the 
No. 1 Account falls below £60 million. In addition to 
her own earnings of hard currency, India is entitled to 
draw upon the sterling area central reserves to the equiv- 
alent of £15 million for 1948-49, compared with 
£10 million for the half year ending June 30, 1948; the 
amounts for the succeeding two years are to be deter- 
mined later. 

Thus, apart from India’s current earnings of sterling 
and allowing for a working balance of £30 million, India 
will have available from July 1948 to June 1949 £50 mil- 
lion for payments on current accounts, of which £15 mil- 
lion (exclusive of any surplus in excess of £3.5 million 
in her transactions with Japan) will be fully convertible. 
This amount of £15 million has been determined “in 
the light of India’s needs for supplies necessary for 
maintenance and development of her productive ca- 
pacity.” For further hard currency requirements, India 
is expected to draw upon the International Monetary 
Fund, the service charges for purchases to be released 
from the No. 2 Account. 


EUROPE 


French-Swiss Economic Relations 


A mixed Swiss-French Commission met in Berne on 
June 30 to review the effectiveness of the agreement 
signed by Switzerland and France on March 20. Under 
this agreement, the quotation of the Swiss franc on the 
Paris free market was decided, to become effective April 
1. The Swiss National Bank arranged additional short- 
term credit facilities amounting to Sw fr 40 million to be 
redeemed starting July 1, 1948. Quotas were revised; in 
particular, Swiss export quotas were to be temporarily 


reduced by 4/15 until July 1. 


INTERNATIONAL MONETARY FUND e 


India-United Kingdom Sterling Balances Agreement 





July 22, 1948 






Sterling balances of India and Pakistan now outstand- 
ing are estimated at £1,160 million, which is the same 
as on July 15, 1947. This stability is attributable as much 
to the stringency of import restrictions, which “were al- 
most too successful,” as to the world shortage of capital 
goods. 


The new agreement also provides (a) for the purchase 
of a 60-year (1948-2008) annuity from the U.K. Gov- 
ernment for £176.25 million by India and Pakistan to 
meet their pension obligations to British personnel (the 
annuity has been calculated on the basis of pension lia- 
bilities falling due each year, and any excess or deficit 
in the annual annuity payment after meeting these lia- 
bilities will be credited or debited respectively to the 
No. 2 Account); (b) the payment of £100 million by 
India and Pakistan for British-owned defense equipment 
and fixed assets taken over by the pre-partition Govern- 
ment of India; and (c) the payment by the U.K. to 
India and Pakistan of £55 million in final settlement of 
her liabilities under the wartime Indian Defence Expendi- 
ture Plan. After making a net allowance of about £220 
million for these three items, the sterling balances of India 
and Pakistan will be reduced to about £940 million. 


The agreement between the U.K. and Pakistan is ex- 
pected to be released shortly. 


Sources: The Times, London, England, July 16, 1948; 
The Financial Times, London, England, July 
16 and 17, 1948; The Economist, London, Eng- 
Tand, July 17, 1948. 






To date, France has made no preparations to redeem 
the short-term credit of Sw fr 40 million, or to start re- 
payment of the previous Sw fr 300 million credit. How- 
ever, more normal French-Swiss trade and payment rela- 
tions are in sight. Since April, France has run an export 
surplus with Switzerland for which the French restrictive 
licensing policy is only partly responsible. At the same 
time, a certain amount of capital repatriation has taken 
place on the Paris market. The result is that, of late, 
France has not only met her current commitments vis-a-vis 
Switzerland, but also has made available to importers 
substantial amounts of Swiss francs through the free 
market. In the free market, supply is in excess of demand, 
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so that the surplus can be used to settle forward engage- 
ments. 


Source: Neue Zuercher Zeitung, Zurich, Switzerland, 
June 22, 1948. 


Danish National Budget 


Denmark’s national budget for 1948, released by the 
Government on June 11, reveals that the gross national 
product (at cost) is expected to reach Dkr 16,956 mil- 
lion, in contrast to Dkr 15,395 million in 1946 and 
Dkr 16,805 million in 1947. About half the increase over 
1946 is due to higher prices. The per capita figure in 1948 
is about Dkr 4,000 ($832). 

The use of disposable resources, which include both 
gross national product and the import surplus, is as 
follows: 


1946 1947 1948 
(in millions of Danish kroner) 
14,109 15,096 14,898 
3,206 3,176 3,318 


The whole of the rise in disposable resources in 1947 
went to consumption, bringing it to the prewar level. Since 
there was a small drop in gross investment, but a large 
drop in the import surplus, a larger share of investment 
was financed out of domestic sources. The expected drop 
in consumption in 1948 will be greater than indicated by 
these figures because of a rise in prices. A reduction in 
real consumption by 4 per cent is expected, mainly be- 
cause of a reduction in the consumption of animal pro- 
ducts, which rose during the war. 


Exports are expected to reach Dkr 2,456 million while 
imports are estimated at Dkr 3,101 million. Agricultural 
exports are expected to rise partly because of higher 
prices, and partly because of more severe rationing at 
home; industrial exports will decline slightly; and the 
net increase in exports is estimated as Dkr 85 million. 
Imports will be reduced Dkr 43 million, but the volume 
is expected to be some 10 per cent below 1947. The 
balance of payments deficit—estimated as Dkr 242 mil- 
lion, against Dkr 437 million last year—is wholly a dol- 
lar deficit. The forecast takes very little account of 
ECA. A recent revision of the import program indicates 
ECA imports of Dkr 322 million in 1948. 

While gross investment has changed little, there has 
been a significant increase in net investment and a 
smaller import surplus; the national wealth therefore is 
now increasing at a faster rate. 


1946 1947 1948 
(in millions of Danish kroner) 


Consumption 
Gross investment 


Net investment at 
market prices 

Balance of 
payments deficit 940 437 262 

Rise in national wealth 220 536 954 


1,160 973 1,216 
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About half of the credit created during the war is ex- 
pected to have been extinguished through various mone- 
tary and fiscal measures by the end of 1948; these meas- 
ures will, by that time, have withdrawn about Dkr 3.5 
billion from cash holdings and incomes. 


Sources: Danmarks Nationalbudget, 1948, Copenhagen, 
Denmark; Statistiske Departement, Statistiske 


Ejfterretninger, Copenhagen, Denmark, June 
1l, 1948. 


Liquidity of Norweigian Money Market 


The liquidity of private banks in Norway has shown 
a continuous increase since last year. The private banks’ 
cash holdings and central bank deposits amounted to 
NKr 1,439 million in April; a year ago they were only 
NKr 987 million. The increase is due mainly to a reduc- 
tion in holdings of Treasury bills from NKr 2,458 mil- 
lion in April 1947 to NKr 1,596 million in April 1948. 
In the same period, deposits from the public exceeded 
loans and discounts by NKr 110 million. Especially in 
the latter part of this period, the increase in deposits was 
much more rapid than the increase in loans. In the 
period January-April last year, loans of private banks in- 
creased by NKr 322 million, while in the same period 
this year the increase was only NKr 150 million. 

The increased liquidity has resulted in a persistent in- 
crease in share and bond values. The general index of 
stock prices rose from 165 at the beginning of March 
this year to 177 in the first week of June. In the autumn 
of 1947 the index for 2% per cent bonds fell below 
parity; this movement is now reversed. At the end of 
June the index reached 101, and in June the most favor- 
able issues of 244 per cent bonds were quoted at 103. 
Source: Bank of Norway, Bulletin, No. 3, Oslo, Norway, 

1948. 


Iceland’s Foreign Trade 


The value of Iceland’s imports in the first five months 
of 1948 was 18 per cent below that in the correspond- 
ing period of 1947, while exports were almost twice the 
1947 value. Imports this year amounted to IKr 156 mil- 
lion ($24 million), compared with IKr 192 million ($29.6 
million) a year ago; while exports were IKr 155 million 
($23.9 million) in contrast to IKr80 million ($12.3 
million) last year. Thus the deficit for the first five months 
of 1948 was only IKr1 million, compared with IKr 112 
million in the corresponding period of 1947. 

Source: The National Bank of Iceland and the Statistical 
Bureau of Iceland, Statistical Bulletin, Reykja- 
vik, Iceland, June 1948. 


Greek Balance of Payments for 1947 


Preliminary estimates of the Greek balance of pay- 
ments for 1947 reveal a substantial global contraction 
(equivalent to $71.5 million) from 1946 although exports 
rose by $38.5 million, to $79.4 million. The contraction 








pay- 
tion 


oorts 





FINANCIAL NEWS SURVEY 


was due mainly to a reduction of $126.8 million (to 
$137.1 million) in total foreign aid, excluding the aid 
intended for direct military purposes but including (a) 
£5 million ($20.2 million) released from the account 
derived from drachma advances made to British forces 
in Greece, (b) Export-Import Bank and surplus war stock 
credits ($21 million), and (c) reparations ($2.9 million). 
Receipts from invisible sources were also reduced by 
$7.1 million, to $43.6 million; on the other hand, internal 
official sales of gold decreased by $13.1 million, to $4.2 
million (such sales of gold were suspended entirely in the 
second half of 1947). 

As a result of these developments and in view of the 
fact that Greek official foreign exchange holdings could 
be used to supplement current resources in 1947 only 
to the extent of an equivalent of $52.7 million (as against 
$95.9 million in 1946), imports in 1947 decreased by 
$55.8 million, to $296.5 million. This figure includes 
imports of $35.7 million obtained through the use in 
1947 of confirmed credits opened in 1946. Sales of for- 
eign exchange by the Bank of Greece during 1947 for 
imports not effected by the end of that year amounted 
to $7.1 million. Clearing accounts in 1947 showed a net 
surplus equivalent to $6.5 million which means that 
Greece had an export surplus from foreign trade carried 
out on a clearing basis. Foreign exchange entering or 
leaving the country through illegal channels, as well as 
food and clothing parcels imported during 1947, are not 
included in the estimate. 

Sources: Report of the Governor of the Bank of Greece, 
1941-1946 and 1947, Athens, Greece. 


Prices of Greek Agricultural Products 


Special price indices compiled by the Greek Supreme 
Economic Council and the Agricultural Bank of Greece 
(with 1938 as the base year) show that discrepancies 
between prices of agricultural products and other prices 
were narrowed considerably in the first quarter of 1948. 
The index for products needed in farming was 12 per 
cent higher than that for agricultural products, in con- 
trast to 36 per cent in the first quarter of 1946; and the 
1948 index for items used or consumed by farmers 
was 32 per cent higher than the agricultural index, com- 
pared with 123 per cent in the corresponding quarter 
of 1946. These developments reflect the fact that prices 
of agricultural products have risen more rapidly than 
prices of other items since mid-1946, as UNRRA food 
shipments declined and finally ceased, and industrial 
production in Greece improved somewhat. Before mid- 
1946, however, the situation was the reverse, when food- 
stuffs were received from UNRRA, industrial output was 
low, and imports of manufactures were inadequate. 

Developments in the first quarter of 1948 were due 
mainly to the rise in prices of agricultural products 
designed for local consumption; prices of exportable 
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products are still far below the general level. This may 
be explained by overvaluation of the currency, which 
hampers exports, and by the semi-luxury character of 
the goods. 


Source: New Economy, Athens, Greece, June 1948. 


Investments under Czechoslovak Two-Year-Plan 


Preliminary estimates of the Czechoslovak State Sta- 
tistical Office indicate that in 1947 29 per cent of the 
total investments of 86.3 billion korunas planned for 
the two years 1947-48 has been realized. The 1947 in- 
vestments amounted to 24.7 billion korunas, or about 
14 per cent of the estimated national income. Some 
15.6 billion korunas were used for construction purposes 
and 9.1 billion korunas for machinery and equipment. 
Detailed expenditures in 1947, compared with those 
planned for the two years, are as follows: 





Expenditures Planned 

1947 1947-48 
(billions of korunas) 
Industry and handicraft 6.31 30.5 
Agriculture 2.07 5.5 
Communications 6.79 15.8 
Homes 5.11 19.6 
Public buildings 4.46 14.9 
Total 24.74 86.3 


Since total investments under the plan have not been 
subdivided into those to be accomplished in 1947 and 
those in 1948, no estimate can be made to show how 
realized investments compare with planned targets. 
Source: State Statistical Office, Statisticky Zpravodaj, 

Prague, Czechoslovakia, June 1948. 


Commodity Remittances to Poland 


The Polish Government recently established a new 
trading corporation in New York entrusting it with the 
sale of goods marketed in Poland, against U.S. dollars, 
to those who wish such goods delivered to residents in 
Poland by the home office of this organization. Persons 
living in the U.S., who wish to aid their relatives or 
friends in Poland, may purchase various goods available 
in Poland, choosing from samples displayed in the U.S. 
by the trading corporation and paying the dollar prices 
indicated. Textiles, certain kinds of foodstuffs, agricul- 
tural implements, bicycles, and furniture are among 
goods which can be bought in this way. 

This procedure assures lower costs to the persons 
giving the aid, and prompt delivery of purchased goods 
(orders are sent by airmail), which is an advantage 
since the normal delivery of parcels from the U.S. takes 
two to four months. It will also yield a new source of 
U.S. dollars to the Polish Government. 

Sources: Zycie Gospodarcze, Katowice, Poland, No. 
10/11, June 1-15, 1948, Appendix No. 4, “Eks- 
port-Import.” 
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Bulgarian Foreign Trade 


Bulgaria’s imports in the first quarter of 1948 reached 
8,861 million levae, an increase of 159 per cent from 
the corresponding period of 1947 (3,421 million levae) ; 
exports totaled 8,073 million levae, which is an increase 
of 113 per cent from 1947 (3,788 million levae). Even 
if allowance is made for price increases between the two 
years, a considerable expansion in foreign trade in the 
first quarter of 1948 is evidenced. 


Tobacco accounts for more than three-quarters of the 
total export value while lead ore, cigarettes, coal, hides, 
and vegetables are next in importance, in that order. 
Eggs and poultry reappeared on the export list in 1948 
for the first time since the war. 

The commodity structure of imports indicates the 
efforts made to carry out the two-year economic plan. 
Various ores and machinery head the import list by a 
large margin; other major import items are textiles, cars, 
trucks, and paper. 

Although the U.S.S.R., Czechoslovakia, Yugoslavia, 
and Poland continue to remain the most important trade 
partners, Germany and Austria, and even France, are 
gradually re-emerging as major importers of Bulgarian 
commodities. 


In line with the policy of the Bulgarian Government 
to expand its trade relations, a new trade agreement 
between Bulgaria and Rumania is reported to have been 
signed on May 7. The agreement covers all of the com- 
mercial transactions between the two countries until 
May 1, 1949; these transactions are expected to reach 
a total value of US$6 million. Bulgaria will import 
primarily chemicals, petroleum, accumulators, instru- 
ments and tools for artisans, spare parts for industry, 
metal products, pharmaceutical materials, etc., and will 
export tobacco (exported to Rumania for the first time), 
ores, quartzites, essential oils, etc. Other payments, 
such as those derived from tourism and students’ ex- 
penses, are also covered by the agreement. 

Sources: Free Bulgaria, Sofia, Bulgaria, May 15 and 
June 1, 1948. 


MIDDLE EAST 


U.S. Surplus in the Middle East 


The U.S. has relinquished to the United Kingdom all 
claims in the Middle East with respect to sale of lend- 
lease surplus stores left over from the war. The waivers 
were part of a supplemental lend-lease settlement agree- 
ment between the U.S. and Britain, which provided also 
for an additional payment of $30 million by the U.K. 
Source: The Journal of Commerce, New York, N.Y., 

July 19, 1948. 
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Egyptian Trade and Payments Agreements 


Since Egypt’s departure from the sterling area, the 
Egyptian Government has negotiated several trade and 
payments agreements with European countries. An 
agreement was concluded with France last month, and 
negotiations are proceeding with Sweden, Italy, Yugo- 
slavia, and Switzerland. Egypt would export mainly 
cotton and would import wood, paper, chemical products, 
electrical products, and machinery. 

Source: Le Commerce du Levant, Beirut, Lebanon, June 
23, 1948. 


Lebanese Private Foreign Exchange Balances 


To encourage the use of private balances of hard cur- 
rencies held abroad by Lebanese residents, the Leb- 
anese Government has decided to exempt from import 
duties goods’ imported without official grants of foreign 
exchange from hard currency sources. It is not clear 
whether the decision refers only to private balances held 
abroad before a certain date, or also to balances that 
may accumulate in the future. 

Source: Le Commerce du Levant, Beirut, Lebanon, June 


23, 1948. 


ECA Loans for Turkey 


The Economic Cooperation Administration granted to 
Turkey a loan of $10 million during the April-June 


quarter. If the loan is to be used for long-term projects, 
the Administration is prepared to arrange loans for a 
larger amount. A substantial portion of the loan already 
granted will be devoted to purchasing agricultural equip- 
ment which will be distributed to Turkish farmers on 
repayment terms extending over several years. An 
agreement covering ERP aid was signed by the U.S. 
and Turkey in Ankara at the beginning of July. 
Sources: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., June 12, 
1948; Turkish Information Office, News from 
Turkey, New York, N.Y., July 8, 1948. 


FAR EAST 


Barter Arrangements Recommended for India 


At the Seventh Session of the International Cotton 
Advisory Committee at Cairo, the Indian Delegation tried 
to establish contacts with the representatives of Egypt, 
Brazil, and Peru with a view to exploring the possi- 
bilities of getting long staple cotton for India at reason- 
able prices. The report of the Delegation to the Gov- 
ernment of India states that these cotton exporting 
countries are not prepared to accept payment in sterling. 
They prefer U.S. dollars or barter. The Egyptian Gov- 
ernment is not prepared to control the price of cotton 
or to recognize the sterling-dollar cross-rate as repre- 
senting the correct value of sterling but it would be 
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willing to consider a barter arrangement under which 
India would supply jute, linseed, and tea in return for 
Egyptian cotton. The representatives of Brazil and 
Peru also expressed their preference for barter arrange- 
ments over payment in sterling, either wholly or partly. 
The report therefore recommends to the Government of 
India, in addition to measures to step up domestic raw 
cotton production, a review of the entire field of Indian 
exports with a view to working out suitable barter ar- 
rangements in order to secure the necessary imports. 


Source: Commerce, Bombay, India, May 22, 1948. 
Geneva Trade Agreement Signed by China 


The Geneva Protocol of Provisional Application of 
the General Agreement on Tariffs and Trade was signed 
on April 21, 1948 on behalf of the Republic of China. 
Provisional application of the General Agreement by 
China thus became effective May 21, 1948. The com- 
plete list of concessions granted by China was recently 
published in the Report on Geneva Tariff Concessions 
(Supplement to International Reference Service), Re- 
port No. 10, May 1948. In addition to other duty changes 
made pursuant to this agreement, the temporary surtax 
of 45 per cent of the duty, levied on most imports since 
January 1, 1948, will no longer be imposed on items 
on which concessions are granted. 


Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., June 19, 1948. 


American Participation in 
Indonesian Development 


The formation of an American-Indonesian Corpora- 
tion has been approved by the Republic of Indonesia as 
part of a broad plan to develop its economy. The Re- 
public and American businessmen will be equal partners. 
The function of the eorporation will be to act as agent 
and service organization for the Republic in the sale 
of Indonesian government-owned commodities in the 
U.S. and as purchasing agent in the U.S. for purely gov- 
ernmental requirements. Private Indonesian business in- 
terests will, however, continue to deal with American 
firms directly. 

Source: The Journal of Commerce, New York, N.Y., 
July 15, 1948. 


Interest Payments on Credits to 
Netherlands Indies 


Netherlands private investment in the Indies amounted 
to some 4 billion guilders in 1938, of which about one 
billion was in bonds of the Netherlands Indies Govern- 
ment, guaranteed by the Netherlands Government. Since 
the war, the Netherlands Government has granted 
important credits to the Netherlands Indies Government, 
and has also guaranteed credits given by other countries 
to the Indies. The Netherlands Government has now 








29 





stated that a provisional agreement has been reached 
with the Netherlands Indies Government on the payment 
of interest and amortization on credits granted or guar- 
anteed by the Netherlands Government. These credits 
totaled somewhat above two billion guilders at the end 
of 1947, or nearly $1 billion. Interest payments will 
start imediately, but amortization only in 1951 in mod- 
erate amounts, gradually increasing during the follow- 
ing years. The proceeds of tin mines in the Indies will 
be pledged as security. Tin production for 1948 is 
estimated at 37,000 tons, with an export value of about 
$80 million. 

It is intended that the Indies shall also profit by the 
Marshall aid given to the Netherlands. 
Sources: The Financial Times, London, England, July 
12, 1948; Credietverstrekking aan Neder- 
landsch Indie (Draft Bill to Furnish Credits to 
the Indies), Kamerstukken 1947-48, Nr. 776, 
The Hague, Netherlands, April 1948. 


UNITED STATES AND CANADA 


New Allotments for Second Quarter of ECA 


The Economic Cooperation Administrator has an- 
nounced tentative allotments, totaling $1,118,800,000, of 
ECA funds for the July-September quarter. In addition 
to basic allotments, including grants and loans totaling 
$1,017,800,000, supplementary allotments amounting to 
$101,000,000 were tentatively approved. The supple- 
mentary allotments are made to permit the stepping-up 
of intra-European trade at present restricted by payments 
difficulties. Participating countries needing commodities 
or materials for their economic recovery will use sup- 
plementary allotments to purchase such supplies from 
other participating countries which have a surplus of 
these commodities. 

The tentative allotments include both loans and grants. 


They have not, as yet, been classified as loans and grants 
for all countries. 





Country, Basic Allotment Supplementary 
Allotment 
(in millions of U.S. dollars) 
Austria 59.0 10.0 
Denmark 29.0 3.0 
France 221.0 30.0 
Greece 45.0 7.0 
Iceland 0.8 — 
Ireland 20.0 1.0 
Italy 144.0 4.0 
Netherlands 105.0 23.0 
Norway 18.0 2.0 
United Kingdom 320.0 15.0 
Bizone Germany 42.0 6.0 
French Zone Germany 14.0 —_— 
1,017.8 101.0 


Source: Economic Cooperation Administration, Press 
Release, Washington, D.C., July 19, 1948. 
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U.S. Foreign Trade 


The U.S. Department of Commerce has reported that 
during the first five months of 1948 domestic and foreign 
exports to ECA countries, excluding dependent areas, 
totaled $2,005 million, with shipments to Germany val- 
ued at $365 million, to France at $321 million, and to 
the United Kingdom at $274 million. Exports to the 
U.S.S.R. and other eastern European countries totaled 
$96 million, with sales to Poland and Danzig valued at 
$31 million, to U.S.S.R. at $25 million, and to Finland 
at $14 million. 


During the same period, U.S. general imports from 
all ECA countries totaled $415 million, or only 20 per 
cent of the value of U.S. exports to those countries. 
Imports from the U.K. totaled $112 million, from France 
$25 million, and from Germany $7 million. General 
imports from the U.S.S.R. and other eastern European 
countries totaled $63 million, or 66 per cent of the value 
of U.S. exports to those countries. Purchases from 
Russia were valued at $28 million, from Finland at 
$21 million, and from Poland and Danzig at $0.5 million. 


A comparison of monthly averages reveals that exports 
to most of the eastern European countries declined during 
the period while imports from them rose. Exports of 
$6 million in May were 77 per cent below the monthly 
average for the first quarter. Imports, on the other 
hand, rose 17 per cent, from a first quarter average of 
$12 million to $14 million in May. May exports to ECA 
countries fell 2 per cent below the first quarter average, 
from $402 million to $394 million. May imports from 
nearly all ECA countries were lower than the monthly 
average during the first quarter; the total decline was 
8 per cent, from $87 million to $79 million. 


Sources: U.S. Department of Commerce, Press Release, 
Washington, D.C., July 14 and 15, 1948. 


Record Crop Production Expected in U.S. 


United States crop production in 1948 promises to 
surpass the record set in 1946. Feed grains as a group 
are a major factor in the huge production in prospect 
this year. These include a corn crop of 3,329 million 
bushels, the largest in history, 39 per cent higher than 
1947, and 18 per cent above the 1937-46 average; an 
oats crop of almost 1,426 million bushels, 17 per cent 
larger than last year and 16 per cent above 1937-46; 
and barley production of 307 million bushels, 10 per 
cent larger than in 1947. 


Food grains are also at a high level. Production of 
all wheat is estimated at 1,242 million bushels—second 
only to the record high 1947 production of 1,365 mil- 
lion bushels. Production of rice, estimated at over 
79 million bushels, nearly equals last year’s record crop, 
and is 31 per cent above the 10-year average. Nearly 
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27 million bushels of rye are expected, 3 per cent over 
1947 and the largest crop since 1943. 

Production prospects for other agricultural goods are 
also favorable. On July 1, acreage of cotton was up 
10 per cent from a year ago. Production of flaxseed 
is expected to be nearly 44 million bushels, exceeded 
only in 1943. The acreage of other oilseeds—peanuts 
and soybeans—while below last year will be relatively 
large. Tobacco acreage has been reduced sharply and 
production will be less than in any of the past 4 years, 
but more than in most years prior to 1944. 

Source: U.S. Department of Agriculture, Bureau of Agri- 
cultural Economics, Crop Production, Washing- 


ton, D.C., released July 9, 1948. 
Canada Floats Bond Issue in U.S. 


On July 13, Canada’s Minister of Finance announced 
that the Canadian Government had sold a $150 million 
issue of 15 year, 3 per cent bonds to three United States 
insurance companies. The bonds, payable in U.S. dol- 
lars, were sold at par. They will be dated August 1, 
1948; will mature August 1, 1963; and will be callable 
on six months’ prior notice after Febrvary 1, 1959. The 
proceeds of the issue will be used mainly to repay the 
$140 million of drawings on the $300 million Export- 
Import Bank loan extended January 8, 1948. The bal- 


ance will serve to increase Canada’s exchange reserves. 


In announcing the sale, the Minister referred to his 
statement in November when the Export-Import Bank 
credit was being negotiated. He had explained that 
normally Canada secured U.S. dollar financing by selling 
her obligations to private investors. At that time, it 
was his hope to be able to replace the Export-Import 
Bank credit with a longer-term loan arranged through 
private channels. 


According to The Financial Post, this transfer of debt 
indicates that the Canadian Government does not expect 
to use the remaining $160 million of Export-Import Bank 
credit. Further, the “highly satisfactory” 3 per cent 
rate is taken as indicating that the steps to meet Canada’s 
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U.S. dollar difficulties are looked upon in the U.S. as 
effective. 


Sources: Canada, Department of External Affairs, Cana- 
dian Weekly Bulletin, Ottawa, Canada, July 16, 
1948; The Financial Post, Toronto, Canada, 
July 17, 1948. 


Canada’s Industrial Expansion 


Since the end of the war, Canada’s diversified indus- 
trial investment program has involved large outlays for 
buildings, machinery, and equipment. In manufacturing 
and the utilities alone, they will amount to well over $2.5 
billion for the period 1945-48. It is estimated that by 
the end of 1948 manufacturing capacity will have in- 


creased on the scale of a third to a half over prewar 
levels. 


Wartime expansion was heavily concentrated in the 
metal-working, chemical, and a few other industries. 
Meanwhile, in many other sectors of the economy pro- 
duction facilities were impaired. Although expenditures 
for reconversion have been significant, by far the largest 
part of the postwar investment program has been in 
industries where expansion was checked during the war. 

In addition to the expansion of capacity, Canadian 
production has become more diversified. New develop- 
ments have been based in part on the highly-developed 
primary industries. There has also been an expansion 
and diversification of the industries using iron and steel. 
For the future, capacity in excess of domestic require- 
ments for many capital and consumers’ durable goods 
will exist. Although there can be no doubt that many 
of these goods are competitive in export markets, trade 
restrictions and future competition present serious 
problems. 

Source: Bank of Nova Scotia, Monthly Review, New 
Series, No. 25, Toronto, Canada, June 1948. 


LATIN AMERICA 


Foreign Exchange Situation in Nicaragua 


Official gold and foreign exchange holdings of Nic- 
aragua have continued to increase irom the low point 
of $4.09 million in October 1947. By the end of Decem- 
ber last year they had increased to $5.30 million, and 
at the end of May 1948 they had reached a record high 
of $11.23 million. These figures, however, include the 
$3.51 million in gold and foreign exchange pledged to 
the Bank of America against a $4.5 million credit. 

Despite the increase in foreign exchange, there has 
been little change in the policy governing the issuance 
of import permits and the sale of foreign exchange. 
Applications for import permits continue to receive 
careful screening and are generally authorized only for 
essential commodities in short supply. However, luxuries 
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can still be imported by merchants furnishing their own 
exchange, with the natural result that there has not been 
any slackening in the demand for dollars in the free 
and black markets. The selling rate on these markets 
fluctuated between 6.30 cordobas to 6.70 cordobas per 
dollar during May 1948, compared with a rate of 5.29 
in May 1947 when official foreign exchange was avail- 
able for all purposes. (The official rate of exchange plus 
tax is 5.25 cordobas per dollar.) 

Exports were maintained at very high levels in the 
first quarter of 1948, amounting to $7.1 million (includ- 
ing gold which normally accounts for about 50 per cent 
of total exports), compared with $5.7 million during the 
corresponding period of last year. The value of imports 
has been maintained at the level of 1947; the first quarter 
figure for 1948 was $4.5 million and for 1947, $4.2 
million. Business and commercial activity declined con- 
siderably in the second quarter of 1948, mainly as a 
result of continued political unrest. 


The rainy season began about May 20 and consider- 
able optimism was expressed in agricultural circles re- 
garding the prospects for corn, beans, rice, and sesame. 
Coffee, on the other hand, may suffer as a result of 
the heavy rains. 


Sources: International Monetary Fund, /nternational 
Financial Statistics, Washington, D.C., June 
1948; U.S. Department of Commerce, Foreign 
Commerce Weekly, Washington, D.C., July 3, 
1948. 


Chilean Copper Agreement 


The Chilean Exploration Company, a subsidiary of 
the Anaconda Mining Company, and the Chilean Gov- 
ernment agreed on May 19 on the terms governing the 
investment and amortization of new capital, estimated 
at around $130 million, to be provided by Anaconda 
in Chile. This investment is needed for building a plant 
to treat copper sulphides, since oxides are being de- 
pleted rapidly and the company will have little use, other- 
wise, for its present investments of $160 million. 


The agreement provides that the dollars sold to cover 
local peso costs will be transacted at the prevailing 
banking rate (today 43 pesos per dollar). It is esti- 
mated that around $60 million will be invested in the 
next four years, of which local expenditures will cover 
40 per cent. Amortization on buildings and other fixed 
installations will be allowed up to 7 per cent, and on 
equipment up to 10 per cent, per annum. Furthermore, 
these amortization charges can be spread over several 
years if they are not made in any single year because 
of a reduction of profits. 

The Anaconda is committed to undertake immediately 
the building of a minimum of 100 dwellings per annum 
for its workers. It will also cooperate with the Chilean 
Government, in order that the latter may be able to 
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count on the copper required to comply with agreements 

or reciprocal pacts with other countries. 

Source: Banco Central de Chile, Monthly Report on 
Credit and Business Conditions, Santiago, Chile, 
May 1948. 


Economic Situation in Peru 


Although Peruvian exports during the first quarter 
of 1948 exceeded those in the same period of 1947 (the 
equivalent of $35.7 million in 1948 as against $28.8 
million in 1947), they did not equal the value of imports 
during the same period ($42.6 million). Approximately 
half of the deficit of $6.9 million was paid out of reserves 
of the Central Bank, and the balance probably was paid 
in part with dollars purchased on the free market. No 
corresponding decrease is shown in the money supply, 
which varied very little. Credit expansion has offset 
the contractionary effects of an increased demand for 
dollars. The wholesale price index and the cost of living 
index increased from January to April 1948 by 6.48 per 
cent and 6.68 per cent, respectively. 

Source: Boletin del Banco Central de Reserva del Peru, 
Lima, Peru, May 1948. 


New Exchange Control Regulations in 
Argentina 


On June 22 the Central Bank of Argentina introduced 
new regulations to “stimulate the investment of foreign 
capital by facilitating remittances on account of profits, 
interest, and amortization; to assure a larger supply of 
foreign goods demanded by the country; to increase 
exports; and to provide a stable rate of exchange for 
exports to neighboring countries (Bolivia, Chile, Para- 
guay, Peru, and Uruguay).” 

In order to stimulate foreign investment, all foreign 
capital which entered Argentina after January 1, 1948 
in the form of convertible currencies and its services can 
be withdrawn freely from the country. Withdrawal of 
capital introduced in the form of industrial equipment 
can be made only after a year has elapsed from the date 
of clearance of the merchandise from customs. Fur- 
thermore, all profits, rents, dividends, and interest re- 
tained in the country will be considered as foreign capital. 
The transfer of financial services of capital invested 
before January 1 will be authorized by the Central Bank 
as the availability of foreign exchange permits. Profits 
that have been retained in the country are now reclas- 
sified as foreign capital and subject to the provisions 
stated above. 

To assure a large supply of foreign goods, imports 
are granted treatment according to their origin and 
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the type of merchandise. A long list of goods can be 
imported from the Netherlands, Benelux, France, Italy, 
Spain, the Sterling Area, Bolivia, Chile, Paraguay, Peru, 
and Uruguay without prior approval by the Central Bank, 
while another group originating in those countries will 
continue to be subject to prior approval. Goods from 
other areas can be imported without prior approval if 
financed by funds held abroad or by credits obtained 
abroad of at least 12 months’ maturity; other goods from 
those areas can be imported if included in the list of 
commodities for which the Central Bank grants prior 
exchange permits and prior approval. 


Dollar proceeds from Argentine exports for consump- 
tion in Bolivia, Chile, Paraguay, Peru, and Uruguay, 
will be liquidated at a special rate of 4.01 pesos per 
dollar. Argentine exports to those countries can be 
financed in Argentine pesos only if the pesos are derived 
from the remittance of dollars from those countries to 
Argentina or from payments for imports from those 
countries into Argentina. 

Finally, the Central Bank established a new rate of 
5.00 pesos per dollar for exports of industrial goods, of 
which a large domestic supply exists and which are 
facing marketing difficulties abroad. 


Source: La Prensa, Buenos Aires, Argentina, June 23, 
1948. 


Corrigendum 


The krone-sterling exchange rate given in “Italian- 
Danish Payment Agreement,” International Financial 
News Survey, Vol. I, No. 3, p. 19, should be 19.34 kroner 
to £1 sterling instead of 12.34 kroner. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Managing Director 


1818 H Street N.W., Washington 25, D.C. 





